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In July, the Inter-American Development Bank (IDB) and the World Bank announced the creation
of separate funds to provide loans which will support projects related to the North American
Free Trade Agreement (NAFTA). The funds will place a high priority on projects along the USMexico border. The IDB's US$10 billion "NAFTA Fund" will be funded in part by a US government
contribution of up to US$300 million. The rest of the funds will be raised through the issue of
"AAA" bonds on global financial markets. Details of the NAFTA Fund are still being finalized,
although IDB officials expect to begin funding projects under this program by the last quarter of
1993. An IDB spokesperson explained that the NAFTA Fund will focus on three areas: infrastructure
improvements along the US-Mexico border and in other parts of Mexico; loans for small- and
medium-sized businesses in Mexico; and housing, environmental, health and worker retraining
programs in the US. While most of the funds will be earmarked for US and Mexican projects, the
spokesperson said "worthy" projects in Canada will also be considered. Another IBD spokesperson
told the government news agency Notimex that the NAFTA Fund is being created to help solidify
support in the US Congress for NAFTA by financing projects that otherwise would not be funded
due to US budget constraints. In addition, the spokesperson said the IDB would like to provide
assurances to other countries in Latin America that the Bank is committed to economic integration
efforts in the hemisphere, with NAFTA serving as a first step. Separately, Eugene McCarthy, the
World Bank's representative in Mexico, announced on July 22 that the Bank has earmarked US
$300 million to support development programs for Mexican cities along the US-Mexico border.
According to McCarthy, the funds will go for upgrades in services such as sewers, water systems,
and street paving. Projects sanctioned by the government's National Solidarity Program (Programa
Nacional de Solidaridad, PRONASOL) will qualify for the funding, which will be channeled through
the National Public Works and Services Bank (Banco Nacional de Obras y Servicios Publicos,
BANOBRAS). Any projects approved under this program will be funded 60% by the World Bank
and 40% through a combination of federal and local funds. McCarthy said the idea for the special
World Bank fund arose during a meeting of US and Mexican governors from states along the USMexican border, held in Monterrey in late April (see SourceMex, 04/28/93). [Source: Notimex,
07/18/93, 07/22/93]
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